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Recent economic trends 
In this number: 
Economic forecasts 
for 1986 and 19871 
The Commission's revised economicforecasrfor 1986 and 1987 has rhe.fol!oll'ing main features : 
Economic recovery in the Community is continuing. Domestic demand should grow at around 3,5 % a year. 
Exports to third countries are sluggish , ll'hi/e imports are expanding rapidly, resulting in a positive Community contribution to 
ll'Or!d demand. 
Under rhese circumstances, output groll'th ll'il! be limited to 2,5 % in 1986 and 2,8 % in 1987. 
Employment is expected to continue its modest gro11•1h ( 0,8 % in both 1986 and 1987) , ll'hich ll'Ou!d result in a slight decrease of 
the unemployment rate: _/i-om 11,9 % in 1986 to l I ,7 % in 1987. 
Given the moderate trend ol domestic costs. inflation may continue to sloll' doll'n next year as 11•el/. The convergence in the 
performances of the various Member States is likely to improve further. 
The terms of trade gains ll'il/ more than offset the negative external balance in real terms so that the current account surplus of 
the Community is expected to increase this year before starting ro recede in 1987. 
The general government borroll'ing requirement is expected ro contract noticeably in those countries where they are particularly 
high, bur public debt ll'eighs heavily on government finances. 
GRAPH I : Nominal GDP, deflator of GDP, real GDP 
(percentage change on preceding year, EC, 
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Lagged positive effects on net energy importers of change~ in the 
international environment. - In the Spring, when the oil-pnce 
and the dollar had already fallen and when the correction of 
the US federal budget deficit seemed to be under way, the 
prospects for the world economy in genera l, and the Community 
in particular, seemed favourable. It was suspected, however, 
that the negative effects of the changes might arrive before the 
positive ones . 
Preliminary data for the first half of 1986 indicate that the first 
reaction of the world economy to the changes at the end of 
1985 was indeed negative. First quarter GDP declined in many 
industrial countries, due partly to a further radical cutback in 
import demand by oil-producers, which had an immediate im-
pact on the exports of developed countries. Nevertheless it is 
already evident that real incomes are increasing strongly in t~e 
Community and that an upturn in retail sales has begun 111 
both Europe and Japan. Where second quarter GDP data are 
available, they too suggest a recovery. 
Moderate growth in the United States. - The United States 
economy slowed even further in the first six months o_f this year. 
Although private consumption remains buoyant, mvestment 
has been falling and the nood of imports continues unabated. 
Monetary policy has been expansionary, and interest rates de-
clined significantly between January and July. Although the_ 
process of cutting the federal budget deficit is continuing, the 
deficit at the end of the year will be substantially higher than 
estimated. The tax reform proposal is also well advanced. Most 
1 The following text summarizes the re ults of the Commission 's Autumn forecasting round. The cut-off date for information used in the forecasts was 6 October 
1986. The previous forecast for 1986 and 1987 was summarized in Supplement A. n° 6. June 1986. 
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TABLE I : World GOP/GNP (a t consta nt prices) 
Percentage cha nge o n preceding year 
1982 1983 1984 1985 19861 1987 1 
EUR 0,6 1.2 2.0 2,4 2.5 2.8 
USA - 2.6 3,4 6.5 2.8 2,8 2.3 
Canada - 4,4 3,3 5.0 4.5 3,3 2.8 
Jaban 3, I 3.2 5.1 4.5 2.0 2,4 
Ot erOECD 1,0 1,8 3.9 3.6 2.5 2,4 
OECD tota l - OJ 2,4 4,3 3.0 2,6 2,5 
OPEC - 0.2 - I . I 0,6 2,0 - 1.0 1.0 
Other developing co untries 2. 1 2,3 5,6 3.9 3,4 4,0 
Other countries 1.9 3.9 3.9 3.3 2.5 2.0 
I Forecasts. 
Souru Comm1ss1on se rvices 
TABLE 2: World export prices I 
Fuels 
Other primary commodities 
Manufactures 
1 Based on export prices m US dolla rs 
1 Forecast::, 
Percentage cha nge o n precedmg yc.tr 
1982 1983 1984 1985 1986' 1987' 
- 3.8- 11.0 -3.5 - 2,4 - 44.9 - 14.6 
- 11.1 1,5 - 1.5 - I 0.5 3.2 - 1,6 
-2,5 - 3.3 - 3.7 - 1,2 17.3 4,0 
So11rte Ln ncd Nations and fo recasts h) Comm1ss1on services 
forecasting bodies agree that it will reduce GNP growth by a 
significant amount (0,5 to 1 % ) in 1987, although it is clear that 
it will have beneficial longer term effects on the allocation of 
resources . The fob fob trade deficit is expected to reach USD 
145 billion this year and not to diminish in 1987. Real GNP is 
expected to grow by 2,8 % and 2,3 % in 1986 and 1987 respect-
ively (Table I). · 
Mixed prospects for other parts of the world economy. - After 
growing at 4,5 % in 1985, Japanese GNP declined by 2, I % at 
annual rates in the first quarter of 1986. In view of the negative 
effect of the yen appreciation on manufacturing, GNP growth 
this year is expected to fall to about 2 %, rising to about 
2 1/2 % in 1987. Japan 's export growth has begun to fade. The 
volume cleared through customs in the first seven months of 
1986 was marginally lower than in the previous year. Import 
volumes have been increasing rapidly and in the same period 
were 12 % higher than a year ago . 
In the remainder of the non-EC OECD the prospects are mixed. 
Some are faced with necessary adjustment policies, others may 
expect a strengthening of internal demand. 
GRAPH 2: Oil prices 
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The situation for the Pacific industrial countries and in particu-
lar for South Korea a nd Taiwan, has been substantially im-
proved by the revaluation of the yen and their consequent gain 
in competitivity. Their growth rates are therefore expected to 
recover to the 5 - 10 % range after the pause of 1985. 
Mexico, one of the losers from the oil price fall. has reached an 
agreement with its creditors . The other two major Latin Amer-
ican debtors, Brazil and Argentina , both of which introduced 
austerity plans at the beginning of this year, are now trying to 
correct a resurgence of innation which threatened to upset their 
recoveries. Nevertheless the fall in the dollar and in interest 
rates is advantageous to them. and if they can maintain a greater 
degree of price stability, both are capable of rapid growth . 
However, economic growth in the developing countries as a 
whole will remain sluggish partly as a consequence of depressed 
commodity prices and of the adjustment programmes that some 
debtor countries will have to implement . 
Oil and raw material prices: no further substantial changes ex-
pected. - As oil importers have taken advantage of the period 
of low prices to increase stocks, and as abundant supplies still 
exist in non-OPEC countries, it is probably reasonable to assume 
that the average export price of oil will nuctuate between USD 
I O and USD 15, and to take the centre of this range ( USD 
l 2,50) as a technical working hypothesis . 
Apart from a rise in the price of coffee caused by a drought in 
Brazil, commodity prices in US dollars have remained weak , 
notwithstanding the dollar devaluation . Stocks of most ma-
terials are abundant, and the weakness is likely to continue, 
limiting the import capacity of primary commodity exporters 
(Table 2). 
World trade to accelerate only slowly in 1987. - Given the very 
large fall in imports by oil producing countries and the delayed 
growth of demand in OECD countries, world import growth 
excluding the Community in 1986 is now likely to be about 
2 1/2 % and 3 % in 1987. Taking into account the buoyant 
import demand from the Member States, total world trade 
including the Community is forecast to rise by 3,8 % and 4,4 % 
in these two years (Table 3). 
World payments imbalances to persist. - No easing of the 
international payments disequilibria is expected to occur before 
the end of next year. The lagged reaction of the US trade nows 
to the dollar depreciation has even led to an upward revision 
of the US trade and current balance deficit despite a lower 
dollar exchange rate . The deficit in the current account is now 
GRAPH 3: Non-oil primary commodity prices 
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'w11n c Cnmm1..,,1,in '>1:r\ i.._·c, 
Pcrccnl,tgc chan~c tin rrcccdmg year 
2.7 2.0 7. I 5.5 6.3 6.4 
-n 12.1 23.6 4.7 10,9 6.3 
-16,0 14,0 
0,5 - 2.8 
19 I 7.5 5,5 3.6 
11:0 - 1.9 8.5 6.4 
2.1 0.8 10.1 6.2 5.4 \7 
0,5 3,9 I 1.8 4,8 7.4 5.9 
5.1 - 10. I - 7.4 - I IJ - 25.0 - 12.5 
-7,4 -0.4 6.0 3,3 1.8 3,0 
-0.8 2.6 4,7 3,0 - 11.0 - 2,0 
-0,6 1.8 9,0 3,4 3.8 4.4 
estimated at USO 140 billion in both years, while Japan is 
expected to run an annual surplus of around USO 80 billion 
(Table 4). 
Exchange rates and interest rates. -- - It was assumed in the 
Spring forecast that the downward trend of short-term US 
interest rates might come to a halt when considerations about 
inflationary risks would come to the forefront of policy making. 
This hypothesis is still retained, although in annual averages the 
level of US interest rates is likely to be lower in 1987 than in 
the current year (Table 5). By contrast, the outlook for average 
European interest rates is for a further decline, particularly in 
those countries where recent adjustment policies are beginning 
to show positive results. 
The working hypothesis on exchange rates used in this forecast 
includes a DM.1dollar rate of DM 2,00 at the end of 1987. In 
annual averages. the assumptions imply a depreciation of the 
TABLE 4: World balances of current account 








Other developing countries 
Other countries 
Errors and omissions 
1 Fcireca':'>tS 
5loun e CommJ<;',JOn '>crvicc.., 
1982 19S4 1985 19S6 1 1987 1 
- 15,2 0,2 3,0 14.4 50,5 43,5 
-8.0 -46.I -107.4 -117.7 -139,5 - 140.5 
2.1 1.4 1.9 - 1,7 -5.4 -6,5 
6.9 20.8 35,0 49,2 85,0 79,0 
-9,9 -7,3 -4,2 -4J -6.0 -7.6 
- 28. I - 23.3 - 69.0 - 60,0 - I 5J - 32,0 
- 10,9 -20.4 - 7.9 I .4 -32,2 -24.8 
-67.4 - 37.7 - 22,4 - 22,2 -22.3 -21,2 
7,9 10.9 10.9 5,0 -1.4 -0,7 
-98,5 - 70,5 -88,4 -75,8 - 71.1 -n,6 
TABLE 5: Interest and exchange rates assumptions (annual averages) 
Rates of interest (US) 
- Short-term 1 
- Long-term=' 
Exchange rate of USO 
- Vis-a-vis ECU 1 
- Vis-a-vis DMJ 
1 1 )-\1,,CCk LS trcasun hl\b. 
: l~S bond:. over 10 \Car:-.. 
19S2 19S1 19S4 1985 19S6 1 19X7 1 
Annual rates of interest (percentage) 
10,6 8,7 9,5 7.5 6,3 
8.1 
5,5 
7,2 12,2 10,8 12.1 10,8 





3, 7 - 22.6 - 5 5 
.\2 - 25,9 - i3 
1 
- ( - ) signitic~ an-appn:cicttmg (dcprcci,lllng) USD 
Souue Commi..,sion service:. 
dollar against the Ecu of 23 % in 1986 and of 5 % in 1987. The 
respective rates were 18 % and 1 °/c, in the Spring forecast. 
Risks for the Community economy. -- To sum up, the risks 
involved in the world economic situation for a further smooth 
development of the Community economy are evident. The need 
for correction of the US budget and external deficits continues 
to cast a shadow over the world economy. Related to this, the 
exchange rate outlook is highly uncertain. The extent to which 
oil exporting countries will have to cut rurther their import 
TABLE 6: Rates of change of demand components and contributions to 
GDP growth (EC. 1974-87)1 
Private consumption 
Government consumption 
Fixed capital formation 
- Construction 
- Equipment 
Exports of goods and services 




Fixed capital formation 
- Construction 
- Equipment 
Exports of goods and services 
Imports of goods and services 
GDP 
Pcro.:ntagc change on prcccdmg 
pcrwdl J.t cnn..,tant pncc" 
1974-n l9S4 l 9S5 J l):,.:(,: 
2,0 0,9 2.2 J.7 
2.4 I. I 1.7 1.7 
-0.2 u 2,4 4.2 
-2.6 2.3 
8.0 6. l 
4,2 7.6 5,7 ~ 1 
2,9 5.6 5.3 6,3 
1.7 2.0 2.4 2.5 
8502 8601 8602 8701 
3.8 3.4 4,3 3,3 
2,5 1.0 2,3 0,8 
3,8 3. I 6,8 4J 
5.7 -- 1.5 6,6 1,8 
1,9 7,7 7.1 6.8 
2.5 1.5 3.2 3,9 
3,3 6,4 9.0 5.4 



















Contnhut1om to change, in C1DP 1 
Final domestic demand 
Stock building 
Foreign balance 
Final domestic demand 
Stock building 
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~ Forecasts 
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demand is d-ifficult to foresee. Likewise, the oil price could be 
subject to important fluctuations. The world debt problem has 
not been overcome yet, but a rise in dollar interest rates. pro-
voked by doubts about future intlation in the US. might aggra-
vate it again. Assuming that these potentially adverse intluences 
do not materialize, the Community economy could develop next 
year along the lines described below. 
The economic recovery in the Community continues. - The 
forecast of last Spring· was prepared at a time when the effects 
of the substantial oil price and exchange rate changes which 
had occurred in the preceding months were not yet clearly 
reflected in the data available at that time. In the meantime the 
short-term consequences have started to take shape. while the 
magnitude of the shocks has further increased. 
The present forecast tends to confirm the conclusions arri,ed 
at last Spring. In line with that reasoning, the new assumptions 
on oil prices and exchange rates have led to a significant revision 
of the composition of economic growth in the Community. The 
sources of growth are seen to shift still further from external to 
domestic demand. The latter is expected to grow by 3.8 % and 
3.5 % in 1986 and 1987 respectively, and the net foreign balance 
would contribute negatively by 1,2 'Yo and 0.8 % to the growth 
rate of GDP (Tables 6 and 8. Graph 4). Given the extraordinary 
changes in the structure of overall demand, the expected stability 
in the rates of GDP growth is remarkable. Apart from the 
sluggishness in the first quarter of 1986. economic growth in 
the Community is forecast to run at a rate which is indeed very 
similar to that forecast in last Spring. For the year as a whole. 
real GDP is expected to grow by 2,5 % this year and by 2.8 °~ 
in 1987 (Table 7). This implies that the recovery which started 
in early 1983 will continue into its fifth year, which is a long 
cyclical upturn compared to previous cycles: however. its 
strength is still modest by historical standards. 
Smooth growth profile expected for 1987. -- At the time of the 
Spring forecast economic activity in the Community showed 
signs of slackness. In fact_ real GDP growth had been running 
at a seasonally adjusted annual rate of less than 1 % in the last 
quarter of 1985 and the first quarter of this year. This slowdown 
was attributed to the harsh winter and to weak exports. while 
lower oil and other raw material prices were supposed to stimu-
late domestic demand with a certain lag. Much of the output 
loss during the winter was indeed recouped later. Real GDP 
grew by about 6 'Yr, (seasonally adjusted annual rate) in the 
- 4 -
second quarter. It is assumed in the forecast that growth will 
continue at a stable rate of between 2 1/2 - 3 % from the third 
quarter onwards until the end of next year. GRAPH 4: Domestic and external demand, EUR 12, volumes (84-11 = I 00) 
Trends in Member States not uniform. - Looking at the per-
formance of individual countries, the main factors making for 
growth differentials in the short-term context may be seen in 
the different degrees of pressure from macroeconomic disequili-
bria on economic policies and the relative weight of energy in 
national production . 
The effects of recently announced adjustment policies are clearly 
reOected in the outlook for growth. Economic activity in Greece, 
Belgium and Denmark is likely to be subdued in the next 15 
months for these reasons. (The measures announced by the 
Danish government in October to stimulate domestic saving are 
not included in the present forecast). Unlike other Member 
States, the economies of the two net energy exporters - the 
United Kingdom and the Netherlands - will not enjoy large 
improvements in their terms of trade. While growth will be 
TABLE 7: Gross domestic product, volume (percentage change at con-
stant prices on preceding year. 1974-87) 
1974-83 1982 1983 1984 1985 1986 1 1987 1 
B 1.7 1.5 -0. 1 1,4 1,5 2,0 1.3 
DK 1,5 2.9 2. 1 3,9 3.8 2.9 1,8 
D 1.6 -0.6 1,2 2,6 2.6 3. 1 3,2 
GR 2.4 - 0.2 0.3 2,6 2, 1 0.5 -0,2 
E 2,0 0.9 2.1 2,2 2, I 2.9 3.0 
F 2,3 1,8 0.7 1.3 1,4 2,2 2.5 
IRL 3,6 0,8 0,0 4.4 2,0 1.8 3,1 
I 1.9 - 0.5 - 0,4 2.6 2,3 2.8 3.6 
L 1.3 0.8 2,8 4.9 2,2 2,4 2,6 
NL 1.6 - 1.4 0,9 1,7 1,7 1,6 1,8 
p 2.7 3.5 - 0.3 - 1,7 3.7 3,8 3.5 
U K 1.0 1.5 3,4 1,8 3.7 2.3 2,7 
EUR 1.7 0.5 1,2 2,0 2,4 2.5 2,8 
USA 1.8 -2.5 3,6 6.4 2,8 2.8 2.3 
JAP 3,6 3. 1 3.2 5, I 4,5 2.0 2.4 
I Forecast\ 
Sm,rn., Comm,~sion scn ices 
depressed in the Dutch case, the British economy is nevertheless 
expected to grow at the average Community rate, mainly be-
cause private consumption is likely to expand vigorously . The 
French economy has for several years been gradually st rengthen-
ing and is now approaching the average speed of expansion, 
while Germany, Italy , Spain and Portugal will probably enjoy 
above-average rates of growth in both years. 
TABLE 8: Final domestic demand, volume (percentage change at con-
stant prices on preceding year, 1974-87) 
1974-83 1982 1983 1984 1985 1986 1 1987 1 
B I .I 0, 1 -2,2 1,4 1.3 3,0 1,3 
DK 0.4 3,0 1, 1 4,9 5,3 4.1 1,8 
D 1,3 -2,0 1,9 1,8 1,5 4.8 4, 1 
GR 1,8 1.4 -0.6 1,0 4,9 -0.8 - 1,2 
E 1.4 0,5 0.4 - I . I 2,4 4,9 3,9 
F 2.3 3,9 - 0,5 0,0 2, 1 3,6 2,9 
IRL 2,2 -3,4 -2,4 0.7 -0,4 1,5 2,5 
I 1,2 -0,5 - 1,4 3,1 2,4 3,6 5,1 
L 1,8 0,3 1,2 3.4 1,8 3,0 3,0 
NL 1,2 -0,9 0,7 1,0 2,2 2,3 2,4 
p 1,7 3,2 -7,0 0,6 6,9 4,8 
UK 0,7 2.4 4,4 2,4 2,8 3.2 3,2 
EUR 1,4 0,8 0,7 1,7 2,2 3.8 3,5 
USA 2,0 -2,0 4,5 8.3 3,4 3.5 2,2 
JAP 2,6 2,8 1,7 3,9 3,6 3,7 3.5 
I Forecas1s. 
Sourn! Comm ission scn ices 
Strong rise in real household income and buoyant private consump-
tion. - Turning to the components of domestic demand , the 
revisions to the earlier forecast are also minor on the Community 
level. In fact, the expansion of private consumption at constant 

























Xo- 11 X7-1 87-11 
and to 3,5 % in 1987. Real household expenditure is thus seen 
to grow at the average rate of the seventies. The contrast with 
the first half of the eighties is striking : private consumption is 
likely to expand in these two years by more than it had grown 
in the preceding six years (from 1979 to 1985 : + 6,6 %; from 
1985 to 1987 : + 7,3 %). 
The rise in real income behind this expansion of household 
expenditure is concentrated on the present year. Real disposable 
household income is estimated to grow by 4,2 % and 3,0 % 
in 1986 and 1987 respectively, after 1,7 % last year. Private 
households are thus expected to smooth down the nuctuation 
of income in their spending behaviour by saving a greater share 
of their income in this year and by returning to a lower saving 
rate in the next (saving rates in 1985, 1986 and 1987 : 14,9 %, 
15,2 %, 14,8 %). This assessment was a lready incorporated in 
the Spring forecast and has been confirmed by recent evidence 
on consumer behaviour. 
Public consumption is likely to remain on the moderate path it 
has been following in the last couple of years, although some 
temporary expenditure measures in a few countries have led to 
a moderate upward revision of the rate of growth in 1986 (from 
1,3 % in Spring to 1,7 %). 
Investment in equipment to remain quite strong - recovery in 
construction. - Neither has the short-term outlook for capital 
formation undergone significant changes since last Spring. The 
investment climate is not likely to change noticeably : the liquid-
ity and profit situation of enterprises is expected to remain 
favourable. The present forecast implies that the rate of return 
on the capital stock in the whole economy will improve further 
at least until the end of 1987. In fact, the ratio between the gross 
operating surplus and the capital stock (at replacement cost) is 
seen to rise to more than 80 % of its average level of the 
1961 - 1973 period, while this ratio had fallen to about 60 % of 
that level in the early eighties. Besides, the degree of capacity 
utilization in industry is fairly high , and the prospects for con-
sumer expenditure are favourable. In these conditions, invest-
ment in equipment at constant prices is expected to grow by 6 -
7 % in 1986 as well as in 1987. 
The prospects in the construction sector have continued to 
improve moderately, and the greater part of the extraordinary 
output loss in the harsh winter 1985/1986 is expected to be 
recouped in the second half of the year. The annual growth rate 
of investment in construction may rise from 2 I /4 % this year 
to 3 1/4 % next. 
• 
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TABLE 9 : Export markets and export performance (percentage change 
on preceding year, 1985-87) 
Export markets Expo rt pcrfo rmancc 1 
1985 19X6 1 1987' 1985 19863 1987' 
B 4,6 5,0 5,4 - 2J -I.I -1 ,2 
DK 4,4 4.9 4.5 - 0,4 - 2.8 - U 
D 4,6 4,2 4.8 3, I - 2, 1 - 1,7 
GR 2,2 2,6 4,6 - 2,3 0.3 0,4 
E 2.6 2,9 4,2 1.9 - 2,5 - 1,6 
F 3,3 3.5 4,8 - 0.5 - 2.9 - 0,7 
IRL 4.2 5,0 4,9 2.1 - 2,9 0. 1 
I 2,8 2,5 
L2 
3.7 4,4 1,9 OJ 
NL 3,0 5,0 4.7 2,0 - 2,4 - 0.2 
p 4,9 5.3 5,4 5.5 - 1.2 -1,4 
UK 2,8 4.2 4.4 2,6 - 2, 1 - 0,9 
EUR 3,6 4,0 4,6 1.9 - 1.7 - 0,9 
USA 3.4 2.7 4,0 - 1.2 1.7 6,2 
JAP 4,0 3,9 3,2 0.0 - 9.0 - 4,1 
I E,c po n grov. th di vided by ma rke t gro \\ th. 
' 
Incl uded m the fi gures fo r Belgium. 
J Forecas ts. 
Smm<' Comm1ss1on SC T\ ICCS . 
TABLE 10: Export price competitiveness 1 (1985-87) 
B DK D GR E F IRL 
1985 1.8 4,7 0,6 - 1,0 3,0 3.1 3,2 
19862 5.8 6,5 15,2 1,7 5,6 3,7 3,0 
19872 1,7 3,0 1,4 1,7 1,0 1,6 1,0 
NL p UK EUR USA JAP 
1985 1.4 1.2 1,3 3,5 1,9 0, 1 0,0 
19862 6.5 8,1 2,8 -1.3 7,2 -15,6 8,2 
19872 1,5 u 0,2 0,2 1,3 - 0,4 - 0,9 
I Percentage increase o f country's expo rt prices over tha t of competitor's export prices. 
' 
Forecasts. 
Soune Commission services. 






























































































































































































































































GRAPH 5: GDP prices, unit labour costs and import prices, 
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Stockbuilding was expected in the Spring forecast to be rather 
buoyant in 1986 in response to the fall of raw material prices; 
this view seems to be confirmed by recent evidence, with the 
change in stocks possibly contributing approximately one half 
of a percentage point to GDP growth in this year. 
Exports hit by weak markets outside the Community and loss of 
competitiveness. - As for the prospects of the Member States' 
exports, a distinction needs to be drawn between markets within 
and outside the Community. The extra-EC markets as a whole 
will be depressed this year and next, while the intra-EC markets 
will be stimulated by the buoyancy of domestic demand in the 
partner countries. 
In line with the outlook for world trade described above, the 
growth rate of the Community's export markets in third 
countries turns out to be similar in the present forecast to 
that of last Spring ( 1 1 /4 % and 2 1 / 2 % in 1986 and 1987 
respectively). This is a consequence of stronger import demand 
in some industrial countries outside the Community, which 
counterbalances the sharp downward revision of demand from 
the non-industrialized world . The Community's external mar-
kets are thus seen to grow by less than world markets outside 
the Community in general, which reOects the fact that important 
markets of the Community will be affected by substantial cuts 
of import demand. 
The markets within the Community, on the other hand, are 
expected to expand by roughly 6 I /2 % in 1986 as well as in 
1987. Total export markets could thus grow by about 4 % and 
4 I /2 % in each of the two years (Table 9) . 
While the overall growth of export markets have not been 
affected noticeably between the two forecasts, export price com-
petitiveness has. Expressed in a common currency, the Com-
munity's export prices in 1986 are seen to rise by 7 % more 
than the weighted average of the competitors' prices (Table I 0). 
This figure was 4 % in the Spring forecast. Next year the 
Community would again Jose in price competitiveness, although 
to a lesser extent (rise of I % in relative export prices). 
-6 
TABLE 13. Balance on current account (as percentage of GDP. 
1974-87) 
I Y'4-S1 ! 9S2 14K3 l 4S4 19X5 IYS6 1 1987 1 
B - 1.8 - 3.3 -0.6 -0.4 0.4 2.3 2,8 
DK - 3,4 -4.2 -2.2 - 3.3 -4.4 -4.1 -3,6 
D 0.5 0.5 0,7 1,0 2.2 3.2 2.1 
GR - 2.4 - 3,8 -4.7 -4.1 -8.4 -5.8 -3.7 
E - 1,9 -2.3 --- 1.4 u 1.7 3.5 3.7 
F - I. I -3.0 - 1.7 -0.9 -0.8 0.1 0.4 
IRL - 8.6 - 10.7 -6.9 - 5,5 - 3,2 -1.3 -u 
I -0.7 -1.6 0.2 -0.8 -· I.I 1.2 0,9 
L 21.7 26.7 29.1 30,2 29.6 31.5 30,7 
NL 1.4 2.8 2.9 4,1 4,3 3.9 2.8 
p 
- 13.5 - 7.2 - 3,0 1.8 5.4 4.2 
UK -0.2 1.5 0.8 0.4 1,0 -0.1 -0.6 
ECR -(U -0.8 0.2 0,1 0.5 1.2 0.9 
USA -0.I -(U - 1.4 -2.6 - 2.9 - 3.5 -3,3 
JAP 0.4 0,7 1.8 3.0 3.7 4.3 3.5 
I Forccd:-.h 
.\oun 1 Cumm1,~llln "en ice:-. 
It should be stressed that forecasting the price setting policies 
of export industries is particularly difficult in a time when 
exchange rates and relative prices of different categories of 
goods undergo substantial changes. One important issue in this 
context is the extent to which export prices can be expected to 
diverge from the trend in domestic costs. The figures for price 
competitiveness mentioned above imply a fall of the Com-
munity's average export prices in national currencies by 
4 I 2 % this year and stable prices in 1987. while unit labour 
costs are forecast to rise by 4 I 4 'Yo and 2 3 4 % respectively. 
Lower costs for energy will of course alleviate this discrepancy. 
but the degree or uncertainty with respect to the price behaviour 
of exporters remains high. 
In any case. the Community's export volumes will probably rise 
by less than markets. Total exports of goods at constant prices 
are forecast to rise bv 2.3 'Yc, and 3.7 °/c, in 1986 and 1987 
respectively. implying ,i loss of market shares or approximately 
I I 2 % this year and I % next (Table I I). 
With domestic demand expanding vigorously. the volume of 
imports is forecast to grow by more than 6 % both this year 
and next (Table 12). The Community is thus seen to support 
the adjustment process in the world economy. 
TABLE 14: Deflator of prirnte consumption (percentage change on pre-
ceding year. 1974-87) 
I 9'4-X) I 9Xc i 9X3 1484 I lJS) I l)X(1I l 9S7 1 
B 7.7 7.4 7.5 5.9 4.8 1.3 1.5 
DK 10.6 10.8 7.2 6,6 5.0 3,3 2.8 
D 4.8 4.7 3.1 2.4 2.1 0.() I. I 
GR 17.4 21.2 18.6 18,0 18.4 22.5 12.5 
E 16.6 14.2 12.2 I I. I 8.4 8.6 5.3 
F 10.9 11.2 9.5 7.3 5.5 2.5 2.3 
IRL l:i.4 16.0 8.2 8.5 4.2 3.7 3.2 
I 17.4 17.0 15.1 I I. I 9.4 6.2 4.0 
L 7.9 10.6 8,0 6.4 4.0 0,5 1.3 
"JL 6.5 5 .3 2.8 2.6 2.6 0.0 - 1.0 
p 21.7 22.5 25.5 29,3 19.3 11.8 9.0 
UK 13.5 8.5 5.2 5.1 5.3 4.0 3.9 
EUR 11.5 I 0.4 8.4 7.0 5,8 3.7 3.0 
l"SA 7.4 5.7 3.9 3.8 3.1 1,9 3.4 
JAP 7.2 2.6 1.9 2.1 1 ') 0.7 0.2 
h1n.'Cd:-..h 
.)1111r1t ( .()nl)lll\',]())l ',l'f\ ll'L'', 
But terms of trade improvement causes temporary rise in trade 
surplus. -- Despite these adverse changes in the trade volumes. 
the surplus in the Community's trade balance for 1986 (fob 
fob) has been revised upwards in the present forecast (to USO 
48 billion). because the terms or trade will improve even more 
with the new assumptions on oil prices and exchange rates. This 
improvement may be or the order of 9 % in 1986 which. taken 
in isolation, is worth around USD 65 billion. Next year. the 
terms of trade could still improve moderately with present 
assumptions ( + 1.3 % ). but since import volumes are expected 
-
TABLE 15: Deflator of gross domestic product (percentage change on 
preceding 1ear. 1974-87) 
IY:4-S1 l 0S2 rn:- 19~4 llJ,'I' ! l)Xfil I'),\~ 
B 7.0 7.1 6.4 5 . .1 'i.1 4.6 1.8 
DK 9.9 JU 8.1 5.8 5.4 4.8 3.7 
D 4.5 4.4 3.3 1.9 1 1 .1.9 1.4 
GR 17.5 24.7 19.9 19.9 17.1 22.6 12.3 
E 16.2 13.7 11.8 11.6 9,0 11.8 6.1 
F 10.9 12.6 1.J,5 7.3 :i.8 4.6 2.7 
IRL 14.3 15.9 10.4 (1,6 5.0 5.6 -'-6 
I 17.4 17.8 15.0 10.7 8,8 9.7 5.3 
L 7.2 9,9 8.2 6.6 5.4 5.4 2.6 
NL 6.3 6.0 1.6 2.6 2.4 0.4 - 1.7 p 20.1 21.8 24.1 25.6 2U 19.2 I IJ.5 
UK 13.9 7.5 5.0 4.4 5.8 3.9 • 1 
-+.-
EUR 11.5 I 0.(, 8.2 6.7 6,0 6.2 u 
LJSA 7.6 6.9 4.5 3.S 3.2 2.X 3.4 
JAP 5.8 I. 9 0.8 0.6 1.(1 1.0 0.2 
I rorci.:a~h 
\ounl ClltnJllh',!(111 '>LT\ l(l'', 
to rise again significantly faster than export volumes. the surplus 
is seen to decline (to USO 41 billion). In both years the tra-
ditional large surplus on services and the usual important deficit 
in net factor income and transfers may be very similar in size. 
resulting in a current account surplus of USO 51 billion ( 1.2 % 
of GDP) this year and USD 44 billion next (0.9 % of GDP. 
Table l.3). 
Inflation continues to decrease in 1987. - The favourable assess-
ment for the inflation outlook has not been altered. The average 
rise in the deflator of private consumption in national currenci~s 
(3.7 % in !986 and 3.0 % in 1987) is practically unchanged from 
the Spring forecast (Table 14). On the one hand. import prices 
are likely to fall by more than expected in last Spring (Graph 
5). On the other hand. this additional relief on the cost side is 
not assumed to be passed completely through to lower selling 
prices. The increase in the GDP deflator has indeed been revised 
upwards by more than one half' of a percentage point (to 6.2 '%) 
TABLE 16: Lnit labour costs, whole economy (percentage change on 
preceding year. 1974-87) 
i 'r'4-S; I YXc ILJX1 1-JS'-i I lJ.'1~ I -JS6 1 I Yx' 
B 7.9 5.1 5.4 5.3 3.4 I.I) 0.3 
DK 9.5 8.7 4.7 3.2 4.1 4.0 4.5 
D 4.2 :u I. I 0.7 0.8 2.1 I.I 
GR 19.3 26.4 18. 7 29.1 19.3 13.6 9.8 
E 15.7 I 1.2 10.0 6 . .1 6.0 8.5 4.5 
F 11.8 11.9 9.4 5.4 5.1 2.3 0.8 
IRL 14.5 13.9 8.4 3.9 2.6 3.9 .1.5 
I 18.5 17.7 17.1 9.6 8.2 4.2 3.9 
L 9.2 6.(J 4.6 1.9 3.2 2.6 3.7 
NL 5,8 4.6 0.2 - 1.4 0.8 1.6 0.8 p 21.1 17.0 13.1 8.8 
UK 13.5 5.6 4.4 5.4 4.8 6.0 4.7 
EUR 9.6 7.2 5.1 4.1 4.7 4.2 2.8 
I t·on.:ca..,h 
.'iount ( 'omnll~'>llrn '>('f\ !Cl''> 
TABLE 17: Compensation of emploJ·ees per head (pcrcentagc change on 
preceding year. 1974-87) 
19 7 4-X) l 9X2 !9X1 jl)l\4 jlJ:-;:, !lJS(1°1 [<JS' 
B 10.2 8.1 6.4 6,8 4.5 2.5 1 1 
DK 10.9 11.4 6.:i 4.9 4.4 4.0 5.9 
D 6.5 4.2 3.8 3.2 3.0 4.1 3.2 
GR 21.7 27.8 20.3 24.2 20.4 13.6 9.6 
E 20.1 13.6 13.3 13.0 LJ.5 9.7 6.3 
F 14.2 13. 7 10.7 7.8 6.7 4.5 3.0 
IRL 17.9 14.6 10.5 9.9 7.3 6.9 6.0 
I 19.7 17.2 16.5 12.0 10.0 6.7 6.1 
L JO.I 7.2 7.6 6.8 4.5 4.2 5.6 
NL 7.9 5.8 3.2 0.8 1.4 2.1 1.7 
p 23.9 21.(, 19.8 22.0 17.1 12.3 
UK 15.4 9.1 9.2 5,5 7.3 7.5 6.6 
EUR 11.7 10.9 9.9 7.6 6.8 6.0 4.8 
I Forcc.bb 
.\'nunc Cnmm1..,,1,1n ',('T\Jl'c.., 
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TABLE 18: Per capita real compensation of employees ( 1) (percentage 
change on preceding year. 1974-87) 
1974-83 1982 1983 1984 1985 1986' 1987' 
B 2,3 0.7 - 1.0 0.8 - 0.3 1,2 0.7 
DK 0.3 0.5 - 0.6 - 1.6 - 0.6 0,7 3.0 
D 1.6 - 0.5 0.7 0.8 0.9 4.0 2.1 
GR 3.6 5.4 1.5 5,2 1.7 -7,2 -2.6 
E 3.0 - 0.5 1.0 1.7 1,0 1,0 0,9 
F 2.9 2,3 I.I 0,5 1,2 2,0 0.7 
IRL 2,1 - 1.2 2,1 1,3 3,0 3, 1 2.7 
I 2,0 0,2 1,2 0.8 0,5 0.5 2.0 
L 2,1 -3,1 - 0,4 0,4 0.5 3.7 4.2 
NL 1,3 0.5 0,4 - 1.7 -1,2 2.1 2.7 
p 1,2 - 3,1 -7.3 2,3 4.7 3,0 
UK 1,7 0,5 3.9 0.4 2.0 3,4 2,6 
EUR 0,1 0,5 1.4 0,6 0.9 2,2 1,7 
I Dcnatcd by pn'vate consumpuon pnccs. 
2 Forecasts. 
S011rce Comm1ss1on services 
in 1986, arid by somewhat less in 1987 (to 3,5 %, Table 15). By 
contrast, the outlook for the rise in unit labour costs has not 
been changed since the Spring ( + 4,2 % and + 2,8 % in the 
two years, Table 16). 
Consumer price inflation is thus forecast to decrease further 
next year, despite much less support from falling import prices. 
The implied easing of domestic cost pressures rests upon the 
assumption that wage policies will remain moderate and that 
the rise of nominal wages in 1987 takes account of the lower 
rate of consumer price inflation. Compensation of employees 
per head is expected to rise by 4,8 % on the Community level 
in 1987, after 6,0 % this year (Table 17). 
Price convergence among Member States improving further. -
Parallel to falling average inflation rates, the convergence among 
Member States is seen to improve further. In fact, inflation is 
unlikely to fall again significantly next year in those countries 
where it has already been very low or virtually non-existent in 
the current year. A technical pick-up in some countries is even 
more likely. On the other hand, some governments in countries 
with still relatively high inflation rates are at present engaged 
in anti-inflationary programmes. Among these countries are 
Greece, Spain and Portugal, where inflation is expected to ease 
significantly. The highest rate of increase of consumer prices in 
1987 among the other nine countries is forecast not to exceed 
4%. 
Higher purchasing power of wages, but recent trends of income 
distribution to continue. - Among the uncertainties surrounding 
the forecast of last Spring was the question of how the upward 
shift in the level of income provoked by the fall in energy prices 
would affect the domestic distribution between labour and non-
labour income. Recent evidence as well as present and foresee-
able policies suggest that both categories of income are benefit-
ting from the terms of trade improvement, but the process of 
readjusting the distribution in favour of non-labour income is 
likely to persist. 
TABLE 19: Real unit labour costs I (percentage change on preceding 
year, 1974-87) 
1974-83 1982 1983 1984 1985 19861 1987 1 
B 0,8 - 1.9 -0,9 0,0 - 1.7 - 3,5 -1 ,5 
DK - 0,3 - 2,3 -3,1 -2,4 -1,3 -0,8 0,9 
D -0,3 -1 ,2 -2.2 - 1,2 - 1,4 - 1,8 - 0,3 
GR 1,5 1,3 -1,0 7,6 1.9 -7,3 - 2,2 
E -0,4 -2,1 - 1,6 - 4,7 -2,8 -2,9 - 1,6 
F 0,8 -0,7 -0, I -1 ,8 -0,6 -2,3 - 1,9 
IRL 0,2 -1,8 -1 ,9 -2,5 -2,3 -1,6 - 0,2 
I 0,9 0,0 1,8 - 1,0 - 0,5 - 5,0 - 1.3 
L 1,9 -3,6 -3,4 -4,5 -2,0 -2.7 I. I 
NL -0,4 - 1,3 -1,4 -3,9 -1 ,6 1,2 2,4 
p 
- 3,5 - 5,1 - 1.5 
UK - 0,4 - 1,7 - 0,6 1,0 -1,0 2,0 0.4 
EUR 0,1 -1 ,1 -0,7 -1,2 - 1,2 -2,0 -0.7 




Source . Comm1ss1 on services. 
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Sourn·. Comm1ss1on ~n·icc,. 
The nominal wage increases mentioned above imply a rise of 
the real purchasing power of wages per head by 2.2 % and 
1,7 % in 1986 and 1987 respectively (deflated by consumer 
prices, Table 18). This is more than in any year since 1979. 
However, real unit labour costs (unit labour costs deflated by 
the GDP deflator) are seen to decline for the fifth and sixth 
consecutive year in 1986 and 1987 (Table 19). Wage moderation 
is expected to be particular pronounced this year and next in 
Greece, Portugal, Spain, and Belgium. 
First signs of improving situation on the labour market. - The 
prospects for the labour market have not changed significantly. 
Total employment is expected to grow by 0,8 % in 1986 and 
1987, which is identical to the Spring forecast (Table 20). The 
decline in the number of jobs in the Community has thus come 
to an end . However, even this recovery in labour demand means 
that almost half of the number of jobs lost during the recession 
in the early eighties will still not be recouped at the end of 1987. 
The greater part of the new jobs will continue to be created 
outside the industry. However, for the first time since 1974. 
employment in manufacturing will rise this year and probably 
next (Table 21 ). 
While the number of jobs is the same today as seven years ago, 
the labour force has kept on rising at an annual rate of between 
0.5 and I %. As a consequence. the unemployment rate has 
TABLE 20 : Total employment (percentage change on preceding year) 
1974-83 1982 1983 1984 1985 1986 1 1987 1 
B -0.4 - 1,3 - 1,0 0,0 0.5 0.3 -0.6 
DK 0.2 0,3 0,4 2,2 3,1 1,9 0,3 
D - 0,6 - 1,7 - 1,5 0,1 0.7 1,1 1,0 
GR 0.3 - 0,8 1,1 0.4 1,1 0.5 - 0.0 
E - 1.7 -1 ,2 -0,9 - 3.9 - 1,2 1,8 1.2 
F 0,1 0,1 -0.5 - 1.0 -0,3 0,1 0,3 
IRL 0,6 0.2 -2.0 -1 ,3 -2,5 - I.I 0.7 
I 0.8 - 0.1 0,1 0,4 0.5 0.5 1,3 
L 0.4 - 0.3 - 0,1 0.0 1,4 0,8 0.7 
NL - 0,4 - 2,5 - 2,0 - 0,5 1,1 1,1 0.9 
p 2,0 1,1 ],] 1,1 -0,5 0.3 0.3 
UK - 0,6 - 1,8 -1.2 1,6 1,3 0.8 0,8 
EUR -0,2 - 0,9 -0,8 0,1 0.4 0.8 0.8 
USA 1,5 - I . I 0.7 4.4 2,0 2.2 1,7 
JAP 0.7 0,8 1.7 1.0 0.7 
I Forecasts. 
Soune . Comm1ss1on ~e rv1ces 
--
TABLE 21: Employment in manufacturing industries (percentage change 
on preceding year, 1974-87) 
1904-S.1 19S~ 1981 19S4 198' 1YK6 1 I YX7 1 
13 -3,3 -3.6 - 2.1 - 1.0 -- 1.4 -(),3 -03 
DK -1.9 0.4 - 0.4 5.2 6J, 4.4 2. I 
D _11 -3.7 -3.lJ - LI 1.0 1.6 L2 
GR -2.7 -u 0.2 -0.6 0.2 OJ] 
E -U 2.4 -4.5 _11 1.0 0.9 
F - IA - 1.4 2.3 - 2.8 - 3_1 -- 1.4 -(L8 
!RL - 2J, (d -4.2 - 3,3 -0.5 LS 
I -0.4 !_9 2.9 -3.6 - 1.9 -- 0.2 (U 
L _,1 -(U -0.5 0.5 
\:L -2,S -4J, -4.7 -2.7 u 1.0 u p 1.4 -0.5 0.2 0.2 
UK -5.7 - 5.5 -1,9 (U --u -(U 
ECR - 3.4 -_1,5 - 1 1 -0.9 (U (U 
~ I )J L'l'.! \\', 
\,mr,,' ( (l!llllll\~IUll \l'r\ll'l"'-
more than douhled in this period. For the first time since the 
early seventies employment growth in 1986 and 1987 will exceed 
the rise in the lahour force, and the average unemployment rate 
for the twelve countries is expected to decline marginally (Crom 
12.0 % in 1985 to I L9 % in 1986 and to I L7 '% in !987, annual 
,nerages. Table 22). The corresponding numher or unemployed 
is 15,9 million in 1986. 
Again, this change in the trend of unemployment is not yet 
evident in some of the countries which have recently taken steps 
to correct domestic or external disequilibria. In fact, average 
unemployment is forecast to rise between 1986 and 1987 in 
Belgium. Denmark. Greece and France. 
Restrictive budgetary policies to be reflected more clearly in 
go\ernment finances. Puhlic finances are slowly responding 
TABLE 22: Number of unemployed as percentage of working population 
(annual averages. 1974-87) 
1974-X1 19S2 19X.1 1984 1985 IYX6 1 1987 1 
B 8,6 13.0 14.3 14.4 13.7 12.9 13.4 
DK 6,6 9.3 JO.I 9.9 8.8 7.6 7.7 
D 4.5 6.9 8.4 8.4 8.4 8.1 7.7 
GR 7.8 8.1 7.8 7.6 8.3 
E 17.6 19.1 20.6 22.1 21.7 21.5 
F 5,8 8.7 8.8 9.9 !OJ 10.5 10.7 
IRL 9.4 12 . .1 14.9 16.6 18.0 18.4 18.0 
I 7.0 9.7 10.9 11.9 12.9 13.4 12.8 
L 0.7 u 1.6 1.8 1.6 1.3 1.2 
NL 7.2 11.8 14.3 14.5 13.1 12.0 II. I 
p 8.6 9.3 8.7 8,6 8.5 
UK (d 10.6 11.6 11.8 12.0 12.0 12.0 
EUR-12 11.0 11.7 12.0 11.9 11.7 
EUR-92 6.0 9.3 10.3 10,8 I I.I 11.0 10.8 
USA 7.5 9.7 9.6 7.5 7.2 6,9 6.9 
JAP 2.1 2.4 2.7 2.7 2,6 2.8 2.9 
I hm.::<:a\1:-. 
' 
CiR. I-., Pcxcludcd 
.)'uur( c C,1mm1s..,1,111 Sl'f\ ICC\ 
to restrictive policies. The net borrowing requirement or general 
government. which had reached a record level of 5.6 % of GDP 
in 1982 for the Community as a whole. is expected to decline 
to 4.7 'Yo this year and to 4,1 % next (Table 23). The reduction 
or deficits should be concentrated in those countries where they 
are particularly high. although the budgetary situation remains 
precarious in some or them. Particular efforts are being made 
in Greece. where government borrowing is planned to fall by as 
much as 7 °/c, of GDP between 1985 and 1987. Belgium. Spain. 
Portugal. Italy and Ireland are also adjusting budgetary policies 
vigorously: however. deficits in the two latter countries are seen 
to amount still to around 10 % of GDP or more in 1987. The 
fall in energy prices is reflected in the government finances of 
the United Kingdom and particularly of the Netherlands. In the 
Dutch case. the rise in the deficit would have been even stronger 
8 
had it not been for the introduction of compensatory spending 
cuts and tax increases. 
On the Community leveL the share of government expenditure 
in GDP. which had reached a record level in 1984 (50,4 % Table 
24), is likely to decline further in 1986 and 1987. According to 
the forecast it will have fallen to 48,2 'Y., bv 1987. On the side 
of government resources the upward trend ~,lowed down in the 
last few years. but it is not until 1986 that current receipts are 
seen to increase at a lower rate than nominal GDP. The share 
in GDP is forecast to be 44.1 % in 1987. 
Given the size of net borrowing. government debt continues to 
rise at the Community level (to 6L8 % of GDP in 1987. Table 
25). While a few countries manage to reduce or to stabilize the 
debt level in the forecast period (Denmark. Germany. the United 
Kingdom. Luxembourg), others arc faced with a public debt 
exceeding one year's GDP. with a correspondingly high interest 
payments burden on the government hudget. 
TABLE 23: General government lending or borrowing(~) 
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1 Yi(\ 19S...J. 
- 11.7 
-9.5 
- 7.3 4.2 
-2.5 - 1.9 
-- 8.9 - I 0.1 
- 5.3 - :i.0 




-6.5 - 6.2 
-7.1 - 7. 7 
-3.7 -.1.9 
5.5 5.4 
- 3.8 -- 2.9 
-3.7 - '1 
I 9X5 l 9S(i 1 
- 8.4 
-8.0 
-- 1.9 2.8 
- I. I -0.9 
- 13.9 -10.6 
-6.2 -4.9 
2.6 - 2.9 
- 11.6 
-10.7 




- 11.2 -8.0 
-2.8 -2.9 
5.1 4.7 
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TABLE 24: Total public expenditure (as percentage of GDP. 1982-87) 
j()-;'4-/(:; l 9S2 l 9X1- I tJS4 l 9S5 19S6 1 l9/P 1 
B 58.1 57.8 57.2 56.2 54.1 52.7 
DK 61.1 61.7 60.9 59.5 56.2 55 . .1 
D 49.4 48.5 48.2 47.2 46.1 46.0 
GR 40.4 37.1 44 . .1 48.3 45.9 44.6 
E 36.9 39.I 37.8 39,8 38.9 38.9 
F 51.1 52.0 52.8 52.4 51.9 51.2 
IRL 54.5 54.2 52.5 54.7 53.3 51.8 
I 54.8 57.1 57.4 58.4 56 . .1 53.7 
L 56.1 57.6 54.0 52.1 50.4 49.9 
NL 61.3 62.5 61.6 59.7 59.8 59.4 
p 39.1 40.7 39.6 40.8 42.I 41.5 
UK 45.0 45J 46.2 44.7 4:1.X 42.9 
EUR 49.6 50.2 50.4 50.2 49.I 48.2 
I t·on:ca~h 
.\ourct ( ·uml11h\[On :-.Cl\ ICC\ 
















































































































45.0 49.8 53.5 56.0 58.9 60.3 61.8 
1 Gros~ puhltc debt. General government except 8, NL (general GO\ernmrnt cxcl. social ~ccunt} I 
and GR. IRL {State), LK at market pncc:. Lnd cif}car figures .. 
; Forcc..1sts 
Source Comm1:i:.1on :icnicc~ 
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TABLE 26: Demand components at constant prices (percentage change TABLE 27: Contributions to real GDP growth 1 (EC countries, 1974-87) 
on preceding year. EC countries, 1974-86) 1974-8) 1984 1985 1986' 198 7 ' 
1974-:·n 1984 1985 1986 1 1987 1 
B Final domestic demand 1,4 0,8 1,4 2,5 LI B-1 Private consumption L8 1,0 u 2,6 LO Stock building -0,2 0,6 -0.2 0,4 0,1 
Government consumption 2,4 -(),] u 0,2 -1,9 Foreign balance 0,5 O_l 0,3 -0_6 0,1 Fixed capital formation -1.0 LO l_2 5,3 5,0 DK Final domestic demand 0,7 3,6 5,2 4-2 L7 
- Construction -2,6 -0,4 2,1 2,2 
- Equipment OA 3,6 9,5 8,4 Stock building -0-1 l_2 -0_] -0_] O_I 
Exports of goods and services 3,2 4,6 2.2 3,7 4,0 Foreign balance LO -0,9 - IJ -U -o_o 
Im[5'orts of goods and services 2,3 4,8 1_9 5J 4,0 D Final domestic demand u LO 1,4 3_9 4,0 
G P L7 1,4 u 2,0 1,3 Stock building -0_1 0,7 ()_J 0,7 O_i 
DK3 Private consumption 0,8 2,8 4J 4,5 2,8 Foreign balance OJ 0,9 I_! -1,6 -0.9 
Government consumption 3,4 -0_] u -0,2 u GR Final domestic demand 2,2 0,4 3,2 -0,5 -0.8 Fixed capital formation -3,3 12,8 14,6 9,8 -0,9 Stock building -0,4 0,5 2,0 -0_3 -0,5 
- Construction -5,6 9,7 13-1 6,3 -0_7 Foreign balance 0,4 2,5 -3,0 u LI 
- Equipment u 16,0 16,5 13,7 - L2 
Exports of goods and services 3,8 3,5 3-6 u 3.0 E Final domestic demand u -I.I 2,5 4,5 4.0 
1{5'orts of goods and services 0,6 6,6 7.8 5,3 3,0 Stock building -0_1 O_l 0,0 0,5 O_I 
G P L5 3,9 3.8 2,9 1,8 Foreign balance 0,4 2.8 -0,4 -2_1 - '-' 
0-1 Private consumption 2, I 1,1 1,8 4,9 4,2 F Final domestic demand 2,5 -0,2 2.4 3,3 2,8 
Government consumption 1_6 0.9 2,2 2,5 2,5 Stock building -0_1 0,2 -0,3 0.4 0,2 
Fixed capital formation -()_I 0,8 -OJ 3,5 5,5 Foreign balance -0_1 LI -0,7 -1.4 -0,5 
- Construction -0,9 -6_2 0,7 3,5 IRL Final domestic demand 2,7 - LO IJ) u 2.7 
-- Equipment 2,0 9,4 7,5 8,0 
Exports of goods and services 4-1 7.6 7,8 1,9 3,0 Stock building O_I L8 -1.4 OJ -0,2 
Jm0orts of goods and services 3,2 5,2 4,6 7,9 6,4 Foreign balance 0,9 3,6 2,4 OJ 0.6 G P 1,6 2,6 2,6 3,1 3,2 Final domestic demand u 2,5 2,3 3_1 4.6 
GR 2 Private consumption 2,8 1,1 3,2 0,1 -1,0 Stock building -0.4 0,8 0,0 0.4 0.4 
Government consumption 5,5 3,9 :u -0_5 -0_9 Foreign balance 0,5 -0,9 0,1 -0,7 -1.4 
Fixed capital formation - L9 -4,7 3-4 -3,0 0,5 L Final domestic demand L7 O_I L7 2,8 2,9 
- Construction -3,5 -7_7 2,6 2,0 1,6 Stock building 0,1 3A 0,0 0,2 0,0 
- Equipment 0,5 -0_9 4,4 -9,0 -1,0 Foreign balance -0,5 1.4 0,9 -0_5 -0,3 Exports of goods and services 5,2 I L6 -OJ 2,5 5,0 
Im[5'orts of goods and services 2.0 -0,l 13,2 -3,6 -1,0 NL Final domestic demand 1,3 0,2 1,9 2,9 2.0 
G P 2,4 2,6 2, l 0,5 -0,2 Stock building -0_1 0,8 0.3 -0,6 0-3 
E' Private consumption L9 - LO u 3-6 3,2 Foreign balance 0.4 0,8 -0.4 -0,7 -0,6 
Government consumption 5,0 2,0 3,5 4,0 2,0 p Final domestic demand 2,7 -6,6 0-3 5.4 5.1 
Fixed capital formation - LO -3_8 5.4 7,2 7,0 Stock building 0,0 0,3 LS ()_I 
- Construction 1,5 6,0 5,8 Foreign balance 0,8 6,9 3, I - 3,3 - L7 
- Equipment 12,0 9,0 8,8 UK Final domestic demand 0,9 2,6 2,5 3,1 3-1 Exports of goods and services 5,7 15,0 4,7 0,4 2,6 Stock building -0_2 -0,3 0,3 ()_] ()_] 1{5'orts of goods and services 2.6 0,() 6,2 10,2 6,8 
G P 2.0 2,2 2-1 2.9 3,0 Foreign balance 0,3 -0,6 0.9 -0,9 -0,5 
f2 Private consumption 3,0 OJ 2,4 3,0 2.4 I Change a~ percentage of GDP of preceding pcnod 
Government consumption 2,8 0-3 1,4 1,9 0,9 Forecasts. 
Fixed capital formation 0,6 _JJ 3,1 5.0 5,1 Soune Commis:-iwn scnices 
- Construction - L2 -4:4 -0_6 1,0 3,0 
- Equipment 0.6 -u 5,1 6,9 6,0 
Exports of goods and services 5,7 7,4 2-3 0,6 3,7 
Im[5'orts of goods and services 5.6 2,3 5,2 6,1 5-2 
G P 2,3 u 1,4 2,2 2,5 
IRL1 Private consumption 1-9 -0,5 1,6 2-1 :u Receipts from indirect taxes are likely to rise by more than those 
Government consumption 4,5 -1,2 0,8 2,0 0.8 from direct taxes. This shift reflects deliberate policies and Fixed capital formation L8 - L8 -OJ - L6 2,9 
- Construction -7_5 -4,5 u contributes to correcting the trend of a rising proportion of 
-- Equipment 5,5 0-5 4,0 income taxes. In fact, while the burden of indirect taxes is the 
Exports of goods and services 7,3 16,9 6,7 1.4 4.8 
same in 1986 as in 1970 ( 13,4 % of GDP), that of direct taxes Im0orts of goods and services 4,0 9,5 2.8 1,0 3,9 G P 3,6 4,4 2,0 1_8 3,1 has risen in the same period by 3 percentage points of GDP (to 
,2 Private consumption 1_9 2.0 L9 3,1 4,8 12,5 %)_ 
Government consumption 2,5 2,7 2,5 2.4 1,8 
Fixed capital formation -0,2 4.1 4,1 4,6 7.2 24 October I 986 
- - Construction -0_6 -0.4 -1,7 L9 2.4 
-- Equipment 0.7 I 0-1 9,9 7, I JU 
Exports of goods and services 5.6 6,2 8,2 4.4 4,2 
1{5'orts of goods and services 3,0 9,7 9,4 8_! 10,l 
G p L9 2,6 2-3 2.8 3,6 
LJ Private consumption 2,8 0,6 2,0 3J 4,0 
Government consumption 2.8 0,4 LO 1,4 u 
Fixed capital formation -u -1,4 l_7 3,0 L9 
- Construction 0_7 2-1 0,8 
- Equipment 4,0 5,0 4,0 
Exports of goods and servi_ccs 0,7 15.4 5J 2.4 3J 
Iniorts of goods and services u 13.5 4,9 3, I 3,7 G p , u 4,9 2,2 2,4 2,6 
NL1 Private consumption 2_1 -0,5 1_6 3, l 2,5 
Government consumption 2.5 - L6 I_ I 0.4 -0,3 
Fixed capital formation -1,6 4,3 3,7 5,4 2,8 
- Construction - 2.4 -3,3 4,1 2,4 
- Equipment 0,0 13,7 7,0 3,3 
Exports of goods and services 2,4 7,0 4,6 2,6 4,4 
InE'orts of goods and services 1,7 5,9 5,7 3,9 5,5 
G P 1_6 1-7 u 1,6 L8 
P4 Private consumption LO -3_0 0,7 4,9 4,2 
Government consumption 6,8 1,8 1,6 1_6 u 
Fixed capital formation 3,7 - 18,0 - 1_8 7,8 8,5 
- Construction -4,0 6_1 8,5 
- Equipment 1,0 10,0 8,6 
Exports of goods and services 6,2 14,7 12,0 5,2 5,2 
Jm0orts of goods and services 2J - 3,2 \3 I 1_9 7,8 G P , 2,7 -u 3,7 3,8 3,5 
UK3 Private consumption 1,1 1,7 3,5 4J 3,7 
Government consumption 1,5 LO 0.4 0,6 0,7 
Fixed capital formation -0,3 8,2 1,8 L9 3,5 
- Construction -u 7,5 -3_1 2.8 3,0 
- Equipment 0,6 9,7 7,8 0,9 4,0 
Exports of goods and services 2,6 6,7 6,2 LI 3,7 
1[5'orts of goods and services 1,6 9,2 3,0 4.4 5,6 
G p 1,0 1,8 3,7 2J 2,7 
I Forecasts 
! 970 price,;, 
! 980 prH:c:-i 
4 l 9X3 prn.:c:-. 
J 9X4 prn:c:-. 
Soune Commi\,;,J(lll \Cf\ici.:'> 
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TABLE A. l: Industrial production (dl - Percentage change on preceding period (s.a.) 
19XS 19X(1 l\/Xh ( hcifH'.l' 
~~- -------- --~---- (1\l'l 
19X I 1%2 \ 981 l 9X4 19:-::;; II Ill I\ II J,in h'h .",t1r,:h \rril M.i,\ June lul:, \ ~ 11Hl!lth, 
",, 1h1 
B 2.7 () 2.0 2.5 2.4 0,9 0.9 2,0 0.8 0.5 0.1 lJ 4.1 - .1.1 0.5 0.7 , " 
DK 0 2.7 3.2 9.7 4.2 2.8 5.0 1.8 1.9 4.6 5.1 -2.5 5.8 l<.2 7.1) 0 ll I~ 
D -1.9 -2.9 0,6 3.0 5.7 1.0 1.9 0.7 0.7 I.I 3.2 0. I 1.0 1.4 ,,_ 7 .1.4 I.II 0.; 
GR --0.6 -4.2 --0.7 3.5 2.6 IJ 5.7 -I. I 2.9 4.0 I.I 0.6 -5.5 !OJ 5.5 4J 6.5 
E -1.0 I.I 2.7 0.8 1 1 - I.I 1.9 2.9 3.1 1.8 --0. 7 5.3 14.7 12.8 
F -2.3 -1.5 0.8 2.3 o:s 0.5 1.8 0 -1.2 IJ () 0.8 0 3.8 -'. I 2.3 u 
IRL 1 1 OJ 6.5 12.9 1 ) -1.4 3.4 2.9 I.I --{).4 2.1 :l.2 --{l.9 6.4 5.5 
I n; -3.0 3.2 3.4 u 0,1 -0.6 --0.4 3.1 1.5 1.5 2.8 3.1 1.5 -6,6 4.8 2.4 4.4 
L -5. 7 0,9 5.4 13.3 6.9 2.5 , 1 4.3 IJ IJ 0.1 1.5 -I.I >.s 7.5 -L,-
NL 2.0 -4.1 2.1 5.2 3,0 -2.8 2.2 2.6 1 , 3.1 5.0 :1.8 - 2.8 •. 9 8J 4.0 1.9 ~ 7 p 0.5 4,6 1.6 --0.1 8.0 4.4 0.4 1,5 D 0,9 3.5 0.2 :i.l IJ 3:5 UK -3.4 1.9 3.6 1.3 4,7 2.1 --0.5 () 0.7 -0.7 0.9 1.4 --{).3 0.8 2.1 -1..1 .1.4 ~.~ 
EUR 12 2.1 -1.4 I.I 2.7 ',J 0.9 0.5 0.8 --0.3 (2.1 J I.I 0.7 -1.6 :i.O ( -4.2) (2.6) I 2.71 
USA 2.1 -7.4 7,8 12.4 2.6 0.4 0.8 0.5 0.5 (--{JJ) 0.6 -0.8 -(),6 0.8 HlJl (05) 101 (0.91 JAP 1.0 0.3 3.6 II.I 4.6 2.2 --{),2 --0.9 0.2 (OJ J 0,2 0.2 {).2 I) OJ OJ 0.2 I 1.5) 
TABLE A.2: Unemployment rate -- Number of unemployed as percentage of civilian labour force (s.a.) 
1985 l9X6 19X<1 Ch:ingl' 
19X I 1982 19X1 19X4 l9S5 II Ill I\ II 
(l\Cf 
Fch M.trch Apnl M,t\. lunL' July ,\ut-' \: nwnrb, 
"I) {hi 
B 1n II.I 13.ll 14.3 14.4 13.6 13.9 l:l.2 12.9 12. 7 12. 7 12.7 12.7 12.7 12.6 12.7 12.5 12..1 6.4 
DK 8.7 9J 10.1 9.9 8.6 8.8 8.5 7.9 7.7 (7.4) 7. 7 7.8 7., 7.' (7.4) (7.6) I 7.4 I I 11.8) 
D 4.8 6.9 8.4 8.4 8.5 8.5 8.5 8.4 8.4 8.2 8.4 8.4 8.2 XJ 8.2 8.1 8.1 4 .. 1 
GR 1.2 1.4 1.6 1.8 1 1 2.1 1 7 2.4 2.7 2.8 1 - 2.7 2.8 2.8 2.8 2.9 2.8 26.7 
-· I 
E 12.1 14J 16.6 18.6 19:8 19.9 1iij 20.1 20.3 :>OJ 20.2 20.4 20.4 :>OJ 20.2 ~()J 20.2 3.2 
F 7.7 8.7 8.X 9.9 I 0.3 I 0.4 10.4 10.2 I 0.2 10.4 10.2 !OJ 10.4 I 0.4 I 0.4 I 0.5 10.5 2.X 
IRL 10.2 I 2J 14.9 16.6 17.6 17.5 IX.0 17.7 17.6 17.7 17.6 17. 7 17.6 17.7 17.R 17.9 18.IJ u 
I 8.0 9,7 10.9 11.9 12.8 12.7 12.9 13.2 13.4 13.7 13.5 1\5 1.1.6 LU 1\8 LU 13.8 X.1 
L 1.0 IJ 1,6 1.8 1.6 1.7 1.6 1.5 1.5 1.4 1.5 1.4 1.4 1.5 1.4 1.4 1.4 -1\7 
'.'IL lfl (8.8) ( 11.8) ( 14.3) 14.5 13.4 13.4 13.3 13.0 12.9 12.6 12.9 12.8 12.7 12. 7 12.5 12.6 12.3 8.5 
p 5.8 5.7 5.6 6.7 7. 7 7.6 7.9 8.0 8.1 8J 8.1 8.2 8J 8J 8.4 8.3 8.2 3.6 
CK (9.2) ( 10.6) ( 11.6) 11.8 12.1 12.2 12.1 12.0 12.1 12.2 12,0 12.1 12.2 12.1 12.2 12.2 12.2 1.2 
EUR 12 (7.R) (9.4) (10.6) 11.2 11.6 11.6 11.6 11.6 11.7 I 11.7) 11.7 11.7 11.7 11.7 I 11.7) I 11.: I ( 11.71 I I.Si 
USA 7,6 9.7 9.6 7.5 7.2 7.3 7.1 7.() 7.1 7.2 7.3 7.2 7.1 7.3 7.1 6.9 2.4 
1 - 2.9 2.7 2.7 2.9 1, ~ JAP 1g1 2.2 2.4 2. 7 2.7 2.6 2.6 2.6 2.8 2.6 2.8 2.6 -.1 
TABLE A.:l: Consumer price index - Percentage change on preceding period 
\ 9~.'i l 9S6 l'IS6 Ch,tnt!<.: 
-----~~- -------- - ~~ ~-~ ---- <l\L'r 
i '!Xl !9S2 19X) 19S4 19H5 II Ill IV ii I-eh M-1r..._·h ,\pnl \1,1) June Jul',I ,\u~ I~ llHHlth-, 
f) ,, (h) 
B 7.6 8.7 7.7 6J 4.9 1.3 0.7 OJ 0.2 0.1 0.1 --{J,2 OJ --{),2 0.1 0 0.1 0.X 
DK 11.7 10.1 6,9 6., 4.7 1.5 0.1 0.8 -0.1 1J 0.1 0.4 2.6 0.7 0.1 0.7 (0.5) 1-U1 
D 6.3 5J 3.3 2.4 7 7 0.6 -{J.2 OJ 0 OJ 0.2 O.::> 0.1 () 0.2 0.5 0.2 0.4 
GR 24.5 21.0 20.5 18.3 19:4 4,5 2.6 9.7 6.0 4.3 {), 7 3.2 1.5 0.5 1.7 -0.5 () 2-.l.2 
E 14.6 14.4 12.2 11.2 8.8 1.9 1.0 1.9 ,.9 I.I 0.5 0,4 0.2 0.2 0.9 1.0 OJ 9.5 
F 13.4 11,8 9.6 7J 5.9 1.8 0.9 0.6 0.1 0.7 0.2 0.2 0.4 0.2 OJ 0.1 0.1 2.0 
IRL 11i1 20.4 17.2 10.4 8.6 5.4 1..1 1.5 0.2 1.6 1.2 (0.5) (0.41 (0.4) (0.41 (0.1) (0.1) 10.11 \ I 
I 17.8 16.5 14.7 10.8 9.2 2.4 1.2 1 1 1.6 1.0 0.4 0.5 OJ 0.5 0.1 0.2 (0.2) I ,.7) 
L 8.1 9,4 8. 7 5.6 4.2 1.6 0,5 1i:ci 0.4 0.6 0.4 o., {). I () 0.1 0.2 OJ o., 
"iL 6.7 5. 7 2.7 ' , 2.3 I.I -().! 0.6 -0.4 0.4 0.2 0.1 11.4 () 0.4 -0.9 0.2 -(J..1 J,-p 20.0 ::>2. 7 25.1 28. 9 19.6 3.4 I.I 3.0 4.9 2J 1.3 1.2 IJ IU OJ II 1.0 11.5 UK 11.9 8.6 4.6 5.0 6.1 3.4 0.3 0.5 0.7 IJ 0.4 0.1 1.0 0.2 0.1 ()..1 OJ 2.4 
EllR 12 12.1 10.7 8.6 7.4 6.1 1.9 0,6 I.I 1.0 0.8 0.1 0.2 0.4 0.2 0.2 0.1 ((J.l) 1n1 CSA !OJ 6.2 3.2 4.3 3.6 1.2 0.7 0.9 0,2 0.2 -OJ -0.S 0.2 OJ 0.5 () 0.2 1.6 JAP 4.9 2.7 1.9 1 7 2.1 0.9 0 1.0 -0.5 OJ 0.4 OJ OJ IJ.7 -0.5 IU 0.2 1.0 
TABLE A.4: Visible trade balance foh,cif. million ECU (s.a.) 
1085 1986 i9Xh (_ h,tnge 
-~----
-------~~-------· 
----- U\1.'f 19S I 1982 l 9S1 19S4 19S" II Ill I\ II J,1n h·h \..1arch April M.1:, Jt1Tll' •\U):! 12 nwnth" 
'\, (h) 
i~" 5418 3082 2435 -4897 3514 581 714 811 -304 199 40' 68 33 196 159 235 767 958 -1475 -1866 740 -1108 -1538 -306 279 -473 -450 -576 - 176 229 46 309 -1.16 131 21111 D 11239 21599 18501 24136 32963 8631 8742 9403 I 0809 1,292 4003 _1290 ',516 481.1 .1609 48711 )243 \967 GR 395 I -5826 5800 -6048 -7266 -2341 - 1621 -1590 -1938 -1452 -555 -724 -659 628 504 321 i69 
E111 
-17283 
-6773 -5582 1884 1054 1004 993 -377 -253 .16.1 -",JO 496 
897 
138 F 24457 15628 -13130 -13428 3028 1m -3040 -2259 - ,563 -40, 797 1059 1576 1090 386 IRL -2467 1574 -621 81 430 56 138 28 318 134 72 54 192 14 158 -10 42 ,., I -13554 -12513 8516 -13849 -16130 -5911 -1589 -4105 2849 149 1424 -661 -764 95 -196 48 21154 NL 1320 3500 4499 4740 3874 1234 944 1085 1185 1531 342 809 ,.1 464 535 5)2 149 P1,i 
-9681 
3465 -2585 -m -600 -548 -344 221 -70 54 91 174 211 UK 445 3295 -14005 -11540 -2272 -2493 -2493 -3.185 3904 371 -1151 186.1 1121 1295 148~ 1422 479 
ELR !Ou1 32033 -27515 -20422 24080 -16127 4681 509 2078 1012 5127 904 704 596 1901 890 2336 3480 USA - .155',8 4.14.35 77911 154992 194856 52180 84864 47815 -47146 42163 18465 13466 - 15215 12695 147",J 14716 18216 )205 JAP 7832 7034 23072 42599 60497 14548 15243 17299 16828 20300 6350 4605 5rn 6785 8133 6244 75114 2383 
TABLE A.5: Money stock tkl - Percentage change on preceding period (s.a.) 
1n, 1986 19Xh ('h,tngc 
1981 l'J82 1981 1984 1985 
-~~~-
~------ -~- --- ()\l'f 
II III IV II I-eh M<1rch April ~1il\ June July Aug 12 nrnnth-. 
",, th) 
B (M2) 5.8 5.8 8.7 5,9 7.6 1.3 1,7 1,8 2.1 2.4 8.1 DK (M2) 9.6 11.5 25,5 17,8 15,8 4.5 4.2 6.8 2.7 1.7 1.8 2,2 0.6 0.9 0.2 0.1 1.5 11.0 D 1M31 5.0 7.1 5.3 4.7 5,0 IJ 0.6 2.0 1.4 1.2 0.2 0.6 0 0.2 1.0 o., 0.9 6.4 GR (MJP 14.7 29.0 20.3 29.4 26.8 7.9 6.1 5.8 J,9 4.4 1.2 1.6 1.7 0.4 1 1 (~1.9) E 1AL) 17.0 16.6 15.9 13.2 12.8 4.0 I, 7 2.8 4.0 3J 1.7 1.4 0.8 0.8 T:7 0.2 0.1 11.5 F 1MJ) 11.0 11.4 11.5 9.4 5.0 0.5 2.1 0,7 2.9 -0.4 0.4 IJ 1.0 I) 0.6 0.2 5.0 IRL (Ml) 17.4 13.0 5,6 JO.I 5.3 1.0 1,6 IJ -1.7 2.0 -2.1 IJ IJ 1.0 OJ 1.0 1.0 -- 7 7 I iM2J 9.9 16.9 J',J 12.1 10,8 :u 3.2 2.0 1.2 I 1.9) 0.1 0.6 0.5 (I.I) (OJ) (0.6) (8.0) NL (M2) (5.3) (7.6) ( 10,7) (b,8) ( 10,5) 0.2 1,9 4J 0.7 --0,6 I.I 5.1 P ILJ 23.8 23.9 16.1 23.9 (28.8) (6.0) (8.6) (5. 7) (6.1) ( 1.9) I 1.6) (I.I) ( 1.7) (27..1 I CK (L ,1 13.7 8.9 !OJ 9.8 15.6 5,8 2.9 3.4 3.3 7.5 0.9 2.3 3.2 2.9 IJ 0.1 1.2 18.4 
ECR 12111 10,6 11.5 10,8 9,7 (9.8) 2.7 ) 1 2J 2 . .1 (2.5) (0.5) ( 1.2) (0.6) (0.9) (0.9) (OJ) (9.4) USA(M2) 10.0 9.4 11.7 8.2 8.1 1.8 2j 1.4 1.0 3.1 OJ 0.6 I.I 1.0 0.8 I.I 0.9 8.3 JAP (M2i 11.0 7.9 7..1 7,8 8. 7 1.5 1,0 2.6 2.3 1,6 0.7 0.9 -0.2 0. 7 1.2 0.6 8. 7 
- 11 --
TABLE A.6: Short-term interest rates 1m1 
198S 1986 1986 Change 
()\('[ 
1981 l9K2 198) JtJ.S4 1985 Ill /V II Ill Marl·h !\pnl Mdy June July Aug Sept 12 nwnth~ 
o{l') 
B 15.6 14.1 10.5 I 1.5 9,6 9.4 9.8 OJ 7.3 7.3 9J 8.0 7.6 7.3 7.3 7J 7.3 2.1 .. DK 14.9 16.4 12.1 11.5 10,0 9.4 9,5 9.1 9.1 9.2 9.1 9,2 9.0 9.1 9.3 9.1 9.2 ~).2 
D 12J 8,8 5,8 6.0 5.4 4,7 4,8 4.6 4.6 4.6 4.6 4,6 4.6 4.6 4.7 4.5 4.6 -0.1 
GR 16,8 20.2 I 9.4 15.7 17.1 16.5 17.9 21,8 22.1 15.8 21.8 21.8 21.9 22.1 21.4 17.4 15.8 -D.7 
E 16.2 16.3 20.1 14,9 12.2 11.5 10,5 11.6 12.1 I 1.6 11.6 12J 11.6 I 2.1 I 2.5 12.2 11.6 0.1 
F I 5,6 14.6 12.5 11.7 9,9 9.5 9,i 8.3 7.2 7.3 8.3 7.4 7J 7.2 7.3 7.1 7.3 ' ' 
IRL 16.6 17.5 14.1 13.3 11.9 10.1 11.7 14.5 9.0 I I .0 14.5 1/J IOJ 9.0 10.8 /0.(, 11.IJ -0.9 
I 20.0 20.1 18.1 I 7.2 15.1 14.1 14.9 14.8 I 2.1 10.9 14.8 12.7 11.9 12.1 11.6 I IJ 10.9 - ~.2 
:\L I 1.8 8J 5.7 6.1 6.4 5.8 5.8 5.4 6.1 5.4 5.4 5.5 5.7 6.1 5.5 5.2 q -0.4 
p 16.0 16.8 20.9 22.5 21 .o 22,2 18.6 16.9 15.2 15.1 16.9 I 5.0 15.8 15.2 15. I 15.3 15.1 7. I 
LK 14.2 12.2 10.1 JO.I 12J 11.5 I 1.9 I 1.4 9.8 10.9 11.4 I 0.4 9.9 9.8 10,0 9.8 10.9 -0.6 
ECR 12 1n1 15.2 13.8 12.0 11.2 10.5 9.8 9.9 9.7 8. 7 8.5 9.7 8.9 8.6 8.7 8.7 (8.4 I 8.5 u 
lJSA 14.0 10.6 8.7 9.5 7.5 7.3 7.2 6,6 6.2 5.2 6.6 6.1 6.2 6.2 5.8 \.5 5.2 2.1 
JAP 7.4 6.8 6.5 6.3 6,5 6J 7,4 s., 4.6 4.7 5.5 4.9 4.6 4.6 4.6 4.7 4.7 1.6 
TABLE A.7: Long-term interest rates 101 
19.S'.' l9X6 ]9,Sh Ch.ingc 
---------
\l\l'f 
1981 /9X2 1981 19X4 !985 ii Ill IV 11 I eh M.trch i\pnl M:iy June Juh .\ug 12 nwn1h~ 
,,(L') 
" B I 3.K 1.1.5 I 1.8 12.0 10.6 10.3 I 0.4 9.6 8.4 7.9 9.4 8.4 7.5 7.9 7.9 7.5 7.2 -JJ 
DK 19.3 20.5 14.4 14.0 11.6 11.8 II.I 9.9 9.5 10.2 9.6 9.5 9.2 JO.I 10.2 11.0 11.4 IH 
D I 0.4 9.0 7.9 7.8 6.9 6.9 6J 6.5 5.9 5.9 6.2 5,9 5.5 5,8 5.9 5,9 5.7 -IJ. 7 
GR I 7.7 15.4 18.2 18.5 I 5.8 15.8 14.2 15, 1 I 5.1 17.1 15.0 I 5, I 16.7 17.2 17.1 17.9 18.2 4.2 
E 15.8 16.0 16,9 16.5 13.4 13.8 ll9 12.3 12.2 11.0 12..l 12.2 I 2.1 11.5 11.0 11.5 I 1.5 2.X 
F 16.3 16.0 14.4 13.4 11.9 12.1 I 2.0 11..l 9.3 8.7 JO.I 9.3 8.6 8,6 8.7 8.5 8.1 3.9 
IRL I 7.2 17.0 13.9 14.6 I 2.7 12.4 11,9 I I .8 9.4 9.3 I 0.7 9,4 8.6 9,2 9J I 0.7 I 0.8 I.I 
I 20.6 20.9 18,0 14,9 13.0 13.3 13.0 13.1 12.4 9.7 12.9 12.4 I 1.9 IOJ 9.7 9.8 10.IJ 3.5 
L 8.6 10.4 9.8 IOJ 9.5 9,6 9.3 9.3 9.1 8.7 9.2 9.1 9.0 8.9 8.7 8.4 8.1 -IJ 
.\iL I 2.2 I 0.5 8.8 8.6 7.8 7.8 7.4 7.5 6.9 6.9 7.2 6,9 6.5 6.6 6,9 6.8 6.5 0.8 p 22.6 25.3 30.4 32.5 25.4 .12.5 25.1 22.1 20.3 I 9,4 20.9 20.3 19.3 19.8 19.4 16.4 16.IJ -/ 0.5 
CK 14.~ I 2.7 I 11.8 I 0.7 10.6 10.7 I 0.3 I0.5 8.9 9J 10.0 8.9 8.8 9,2 9.3 9.5 9.4 1.0 
El'R 121n1 15.2 14.5 13.(1 12.3 10.9 II.I I 0.7 10.5 9.3 8.7 9,9 9.3 8.9 8.8 8.7 (8,81 8.7 -2.1 
CSA I 2.9 12.2 IIJ.8 12.0 10.8 10,4 I0.7 9,6 8.0 8.2 9.1 8. I 7.6 8.0 X.2 7.9 7.7 2.9 
JAP 8.4 8J 7,8 7.3 6.5 6,6 5.8 5.8 4.7 5.1 5J 4.7 4.8 5.6 5.1 5.0 5.0 1.2 
TABLE A.8: Value of ECL1 = ... units of national currency or SOR 
1985 l9K6 19X6 ( ·1i.111gc 
1981 1982 198.1 19X4 !9S5 ll\l'r Ill IV II Ill March April MJJ Junl..' July ·:\ug. Sept J ~ nwnth-. 
"11..'/ 
BFR/LFR 41.29 44.68 45.44 45.44 44.91 45.13 44.74 44.35 43.93 43.65 44.25 43.94 43.93 43.91 43.88 43.61 4.U5 -).5 
DKR 7.92 8.15 8.13 8.15 8,02 8.07 7.99 7.98 7.96 7.94 7.98 7.95 7.96 7.96 7.97 7,93 7.93 -1.8 
OM 2.51 2.38 2.27 2.24 2,23 2.23 2.20 2.17 2. I 5 2.1 I 2.16 2.16 2. 15 2.15 2.13 2.11 2.10 5.8 
DR 61.62 65.30 78.09 88.44 I 05, 7 I 04.5 127. 7 133,2 135.0 1.17.9 134.4 134,8 134.7 135.3 13 7.1 137. 7 138.9 311.0 
PTA 102.7 107.6 127.5 126.6 129.1 1.11.0 135,8 136.2 136.9 I .17.0 136.0 I 36.6 136.8 137.4 136.2 1.17.IJ 137.7 4.0 
FF 6.04 6.43 6.77 6.87 6.80 6.81 6.73 6.66 6.85 6.87 6.65 6.83 6,86 6.85 6.86 6.87 6.87 I.I 
IRL 0.691 0.690 (1.715 0.726 0.715 0.716 0.714 0.715 0.708 0. 745 0.715 0. 709 0.707 0.709 0.7 I 2 0. 758 0. 763 6.6 
LIT 1263 1324 1350 1381 1447 1484 1494 1476 1476 1454 1470 1476 1476 147:\ 1464 1450 1448 _\_() 
HFL 2. 78 2.61 2.54 2.52 2.51 2.51 2.48 2.45 2.42 2.38 2.44 2.43 2.42 2.42 2.40 2.37 2J7 -5.4 
ESC 68.5 78.0 98.7 116.3 130.2 132.8 138.4 141J 143.8 149.0 142.0 I 42.4 143.9 145.2 147.0 149.2 150.8 11 .8 
UKL 0.553 0.561 0.587 0.59 I 0.589 0,570 0.595 0.642 0.636 0.681 0.651 0.634 0.635 0,638 0.656 0.687 0.698 21.3 
lJSD I .I 16 0.981 0.890 0, 789 0.762 0.785 0.853 0.924 0,959 1.01.l 0,954 0.951 0.964 0,962 0.990 1.021 1.028 31.0 
YEN 245.4 243.5 2 I 1.4 187.0 180.5 187.0 I 76.8 173J 162.8 I 57.8 170.4 166.1 161.0 I 61.3 157.1 157.4 159.0 -14.3 
DTS 0.946 0.888 0.833 0.767 0.749 0. 764 0.79 I 0.821 0,828 0.842 0,830 0.826 0.826 0.816 o.rn 0.845 0.849 8.1 
TABLE A.9: Effective exchange rates: export aspect 111 1 - Percentage change on preceding period 
J9.S5 ]9.S(i Ill 19.S(J ( .hdlli?C 
jtJX I I lJX~ 19.S] 1984 1985 tl\1.'r Ill IV II March Arn! M.i;, Junc July -\ug. Sl'rt )~ llllln!h'> 
r,(l') 
8/L 5.8 9.2 2.8 2.1 0. 7 1.(1 1.6 1.8 1.3 1.2 0.4 0.7 0./ 0.1 OJ 1.0 0.5 6.5 
DK 7.5 4.4 0.6 ' 1 J, ... 0.8 I.I 2.4 1.9 0.5 1.6 0.4 -0.1 0.2 0.2 0.4 1.5 0.2 7.2 
D -5.6 5.0 4.0 1.3 -0.2 2.1 2.9 3.5 I.I 3.2 0.7 I) OJ 0.2 IJ 2.0 0.7 12.0 
GR -10.2 8.0 -18.0 -/ 4.0 12.5 --4.0 -17.2 -2.9 -I.I 1.2 --{),6 ~1.7 0.1 {).4 --{),9 0.2 -0.7 -20.0 
E 9.6 6,0 -17.2 2.2 0.6 -I .8 2.2 IJ --{)J 1.2 0.7 {1.7 0 -{J,4 I .4 0.2 -OJ I.ii 
F 8.8 8.3 7.2 -4.6 0.5 2.J 2.9 2.8 -3.(1 0,6 0.4 -3.4 -OJ 0.1 0.2 0.6 11.2 3.2 
IRL -8.7 -I.I --4.1 --4.0 0.6 I.I 2.6 3,0 I.I -2.3 0.6 --0. I 0.5 -0.1 0.7 --4.5 -0.1 2.5 
I -12.4 -6.9 -3,X -5.4 -6.2 -2.3 0.8 2.9 0.2 2.7 0.7 -0,8 0.1 0.2 1.2 1.7 0.5 8.2 
:\L --4.3 5. I 2.1 -1.4 --{1.2 1.9 2.3 2.8 I.I 2.7 0.6 0.1 0.4 0.2 I.I 1.8 0.5 9.7 p 
-3.8 -12,9 21.1 -17.1 -10.9 -2.9 -2.7 {).5 1.5 ' 1 0.1 {J,7 --0.8 -{),8 -0. 7 0.7 0.8 -6.0 
t:K 0.2 --4.4 -6.9 -4.6 0.2 3.6 -2.7 -6.I 1.4 -5.7 OJ 2.4 0 -{J.4 2.4 -3.9 -1.5 -13.8 
ECU -14.7 5.8 5.8 8.0 2.2 4,1 2.9 3.4 0.2 2.3 1.2 -1.0 0 0.2 0.9 1.5 0.5 JO.I 
LISA 12.8 12.0 5.7 8,0 4.9 5.7 -6,8 5.9 4.2 - 3.9 2.3 -0.5 -1. 7 0.7 2.4 2.0 OJ 20.ll JAP 13.6 5.0 10.8 6.2 I .4 I.I 11.0 6.7 8.3 7.1 1.9 2.1 4.0 () 4.7 1.8 0.7 36.2 
.\oun1 for Community nHmtrJc:-.. funh1;1! unle:,,.., othern1:-.c '>pec1fil'd. for the lJSA and Japan national '>OUfl'L''> 
1,1 
.r\uuonal :-.ource:-.. except for the Commurnl). Denmark. ln:land. Bl'lgwm <1nd Luxcmhourg 1-kcau:-.c of d1ffcn:rn.:e.., in method-; of '>l',t,on,d ,1d1u..,tmenL the change in the l t R 1nJn. aJ1u,tcd hy 
Euro.:1tat and g.1\Cn 1n l,1hk J may differ from the ch.tnge 1n the ELR. indn ohtamcJ by <1ggregatmg Odtional 111d1L·c,. D.iw ,Ire ,1J1u:-.tcd for \\(Jrk1ng d;iy,; I hL'Y do nut rncludc hu!ldmg: ddtd !"tir 
Frn.ncc do not include food product, and Jnnh 
(hJ () i> ch;.rngc OHT 1 ~ month:'\ on the ha:-.t'> of the lli..)n-ad1ustcd nomrnal :,enc:, of the 1110:'ll ru.:enl fa!Url' ~l\Cll. 
(cJ Changl· on (t)fre,;pondmg month in prnious year. :,e.a:'lonally ddJu:,ted ~ ~ 
(dJ Change mer l ~ mon1h:-. 111 :,ca,tinally c1d1u:-.ted figure:, nf the nw,.,1 recrnL figure giH'n for c.ich country 
(e) D1ffercncL' m relation lo the '>arne month t>f the prn1ous 
lfl ChJngc:. in the cmcrage ot' 1he:.e 'ilTJC'.> occurrl·d rn !9X4 the !\o:therland,., and in I 9X) rnr Belgium. 
lgl As 0 n of total l<1hour force 
lhl Monthly :.eric:-. ealculdtcJ hy linl·ar intcrpolat1on 
(11 LnJdJu..,tcd figure:-. 
ljl 1 he :,ca~onally adju:,tcd po:-.J11nn for the ( ·ommunH) doc:, not ccHre:,pnnd to the :.um of other Member Stall''>. 11 L'> ohwined hy :.ea,<Hial adJu:,tment or thl.' ,um tlf gro'>'i figure, for the \anuu:-. countne, 
export\ :rnd import:, 
(k) ~atwna! :.ources for Belgium. Denmark. Germany. Spam, france. Portugal and thL' Lnncd Kingdom; '>ed,onal adJU',\/llent h!' f-:uro:,ldt for Crcccc. Ireland. lt,liy and the J\ictherl,rnd, 
(JJ A\cragc of month!) change~. '>L'd'>Onall) JciJuSll'd. v..eigilll'tlcd hy GDP at [980 pnccs anJ purch,l'>mg pnv.cr pantic,. l'he month!) change u1 Bclgwm J~ ohta1ncd hy linear mtcrpn!a11on tif 4u,1ni.:rly 
data 
(mJ ~atJonal :,ourcc:.. thn:e-month 1111crhanl,.. rate except: lklg1um yu:ld on 1s~uc of four-month Fowl\ dn R01rn cert1fo.:atl'\, Denmark dat!y rnone) m<1rll.L'l ratl' (monthl) ,ncragcJ. Portugul. 6 monlfl 
dcpo:;1t::.. from X 85, 3 month Trca..,ur) Bilh. Annual average. end 4uarter anJ end rnonth. 
In) A.\cragc weighted by GDP at 19XO pncc~ and purch,Nng pov..er panuc~ 
(O) Yield on public :.cctor btrnd'> Annual ,neragc :\\l'rage for the Jaq month of quarter and monthly ,t\cragc for Gcrrnany. Italy. Luxcmhourg and the ~cthnland:. Lnd 4uar1cr ,tnd end month for the 
other Memhcr States 
(p) Weighting Cllcfliucnts arc c.dculatcd sod:> tll allov. not only for bilc1teral trade hut aho for competiuon on third mark eh and on the domcs!JC markl'l of the export mg country 
.\n/c (:, a ) = :,ea~onall) ad_1u:.tcd = data not avail,1bk ( J = c'>tunated 






Federal Republic of Germany (D) 
]4. 9 The 1-cdcral gO\·crnmcnt adopts a hill under which old age pensions arc to incrca:.c by 
3.7 °o as from I July 1987. Since pensioners' health insurance contributions arc to rise by 0.7 
point. the net incn:a~c 111 pcns1otl.'. amounts to 3 %. 
Greece (GR) 
Ireland (IRL) 
15.9 Following the 8 ~10 devaluation in August of the Irish pound \\llthin the EMS. the Iri~h 
green pound is devalued by 6 °/o in the case 0f animal prodw ... ·ts and by 3 ° o for other 
agricultural products. 
Italy (I) 
15. 9 One week after being cut hy the \ar~c national hank,, th~ prime rate is reduced from 
l.JS ~o to 13 % throughout the banking sy~tcm. It nov. stand" at one percentage- p01nt ahO\-c 
the Bank ofltaly \ d1.-.count rate (12 °1 0 v.ith effect from May 19Xti). 
19.9 Under a decree \av,,. the Go\ernment decide~ to tax al\ ruturc 1s~uc., uf public sccunt1e~ 
The rate of tax v,,.j\l he 6.25 °,o until Septcrnhcr 1987. and \2.50 °o thcn~artn. i e the .'iame 
rate as that chargeable on pri\ak scctor ~ecuntic'i. The tax v,.-i\\ di~chargc md1\1dua\s from 
rurther liability. v,,.hilc for le-gal pcr . .,011:-, the deduction \\di represent a tax credit. 
Luxembourg ( L) 
2.9 The ha~\~ for the mdexat10n of wages for the la~t four nwnth~ nf 1980 l'i fi"ed at 4.5 ° o 17.Y The Go\crnmcnt table~ the \987 draft budget\\ hich it ,tdopti.:d t)ll I Augu~t (~cc measure~ 
3.9 \Vith effect from 1.'i August. a \5 °u price increase is imposed nn the basic ~en ices for July-Augu-;t l98ti). 
prnv1dcd hy the prmc1pal public cntcrpri .... e'i {elcctricltJ. telephone, \\ater. air tram,port). 
Spain (E) 
]7.9 The central government budget for 1987 1s tabled m Parliament. Central government 
expenditure will increa'ie hy 8 r~'O, v,,..ith public investment up J 5, 7 °/o and public debt interest 
charges down by only O}. o,~1. It 1-; estimated that total revenue will increa.-.e by 12,3 %, as 
receipts from direct taxation should grow by 11,5 °/;1 and revenue from indirect taxation 
should mcrease by :? I, 7 % (VAT receipts: + J2. l % ). The burden of taxation is projected to 
mcreasc bv almost l ,O 1'.{1 of UDP. The central g()\ernmenl deficit should be cut from PT A 
I 438 million in 19Sn to PTA I 315,7 million in 1987 (3-7 ",, of GDP). 
France (~·) 
15.V The Cahmet adopb. the drart budget ror 1987. With expenditure totalling Fl: I 054 OOO 
million. thi:-. budget projech a dellcit or FF 128 600 million, 1-F 16 700 11111\ion dov,,..n on the 
prc\1ou:-. financial year. ~:xpcnd1ture v,,.1\\ rise less rapidly than intlation. total expendllure by 
1.8 ° o and ci\1\ian expenditure hy 0.9 ° o, against an anticipated in!lat1on rate of 2 °'o. Pnority 
is g1\en to expenditure on employment, defence. the national ternhH) and the oversea . .., 
departrnenh and tcrntom:s. With regard to revenue, taxallnn 1~ cut hy a total or FF 27 OOO 
1111\\ion, the fir~t ~tcp 111 a FT 50 OOO million tax-cutting programme for the year:-. I 987 and 
1988. The reduction for i.::nterpri:-.c:-. totab FF \ I OOO million. a~ a result or corporation tax 
hc1111! \ov,,.ered from 50 °10 to 45 1'.'o and a FF 5 OOO million reduction in the busincs~ tax ('taxe 
prol~:-.-;10nne\\c'). Per:-.onal taxation will he cut hy FF 15 OOO million. 
:!5 <J The 20 ° u of the prices con tamed. in the index v,,. h1ch arc still controlled v,,.1\l he lihcra\11ed 
111 thn:e .'itagc~. each covering ti 1'.'o or 7 ° o, at the end of October. the end of ~o\ember and 
the end or December. A number of prices have already been decontrolled (notably those 
ch<trged h) travel agenc1c ...... the rent of '>econd homes. pnce~ of clncks, v,,.atchcs.; and jev,,.ellcr), 
and ol'dumes.;llc rue\ oil). 
~etherlands ('.'iL) 
16.9 The Go\crnmcnt tables the draft budget for 1987 Including item . .., not cmered bJ the 
budget, the draft discloses a net delkit of HFl. 30 OOO million t7.9 °u nf !'-iNI). cumparcd 
v-:ith HFL 25 700 million (6.8 °,11 or ~~I) for the updated 1986 budget. Nommal cxpL·ndllure 
1~ dm,.·n from HFL 169 300 mi\hnn rn 1986 to HFL 167 800 million 1,1,hi\c re\cnue is; dov,,.n 
from HFL 157 400 million tn HFL 1.18 60011111\1011 because of the drop \11 natural ga~ re\enue 
The deterioration 111 the hornming requirement is limned hy .1 \\ide-rang:rng progr;irnme tn 
offset the los~ of rC\cnue: the programme totals; H FL 10 800 mil\1011. and con:-.1sh of :-.pending 
cub of HFL 5 400 million. higher tax revenue o!'HFL 4 tiOO million {to come from reducinl! 
vanous tax al\nv,,.ances to enlerprises. a one-pomt rncre..1sc in \'AT .md an mcrea~c in th~ 
excise duties on mrncra! oils), and adJ1t1ona! 11lrn-tax ri.:\enue nt'HFl XOO m1\l1on from -.;el\ing 
State holdings and from \Jmiting !~Ills m the retail pnce nf natural g.1:-. 
Portugal ( P) 
1.9 Old age and disability pension:,,, and pemiom under the fi:-.hennen's scheme. ML' L'.il:-.1..xl 
with immediate effect. Pension~ paid out of the general ..,oc1al :,,ecunl) scheme. v.hich CO\L'n 
some 500 OOO persom, arc mcrea:-.ed hy 45 "·{), and pension:-. for agricultural v,,.orkers (al-.;l 
500 OOO persons) hy 27 °'o. The decision imolves addil!onal expenditure nf ESC 9 OOO mi\\1or 
m 198n and ESC 2n OOO million m 1987 (0 5 ''<, ol-GDP in 19X7). 
5.9 The official ga1ette publishes decree la\\s dL''i1gned to :-.llmul..ite regwnal development 
·Sistema de E-.t1mu\o~ de Base Regional' (SFHR) - and a rcgulatll)n on state !lnanc1a\ hold mg-. 
Lnited Kingdom (LK) 
~one. 
Prices (exduding \' AT) in Luxembourg 
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